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Historical Perspective 


In the early days of Ontario’s settlement, during the 
late 18th century, the forest was regarded as an enemy. 
While it provided a necessary source of fuel and material 
for building log houses and rough furniture, pioneers 
found it a hindrance to clearing the land for agriculture. It 
was not long, however, before timber was recognized as 
a valuable commodity. Foreign demand created the 
export trade in square timber, and community needs kept 
local sawmills going. 

At the beginning of the 19th century, Napoleon’s 
blockade of Baltic ports cut off Britain’s traditional timber 
supply. Britain’s need for sufficient timber to build and 
repair the wooden ships of her Royal Navy caused her to 
turn to Canada’s vast pine forests. Timber merchants met 
the demand with enthusiasm, because square timber 
entered Britain duty-free. 

In 1806, the first pine raft was sent down the Ottawa 
River, the start of a prosperous square timber trade 
based on the Ottawa Valley’s pine forests. Expanding 
settlements and new businesses also were well-served 
by the growing number of sawmills. Farmers often 
operated small sawmills year-round, providing the 
lumber required for construction in local communities. 

Ontario’s lumber industry flourished by the mid-19th 
century, spurred on by American investment and the 
building of extensive railway networks. The Reciprocity 
Treaty of 1854 provided for the free entrance of Canada’s 
natural products, including sawn lumber, into the United 
States. The treaty promoted the expansion of trade, and 
Ontario entrepreneurs turned from the British market in 
square timber to focus on the American lumber market. 


As American demand for sawn lumber grew, larger 
sawmills sprang up along the shores of the Great Lakes. 
By 1850, there were 1,567 sawmills in the province. Mill 
capacity increased, in some cases from a few hundred 
cubic metres per year to several thousand cubic metres 
annually. Still, American demand exceeded Canadian 
supply, and more mills continued to be built or enlarged. 

The sawmill industry in Ontario reached its greatest 
potential near the end of the 19th century. It was during 
this period that the most ambitious mills were built and 
the greatest production achieved. A seemingly unlimited 
supply of quality raw material, a continuously increasing 
demand, and competition all combined to produce a 
booming sawmill industry. 

Prior to 1900, little else but white pine was being 
harvested in Ontario’s forests. Yet by 1900, there was 
evidence that what had been believed to be an inex- 
haustible supply of white pine was, in fact, limited. In 
terms of lumber production, the volume increased until 
1911, when it peaked at 4.1 million cubic metres (1,717 
million board feet). 

Production declined substantially after that, hitting a 
low of 0.5 million cubic metres (212 million board feet) in 
1932. Mill closures were frequent, because mill capacity 
far surpassed the supply of white pine. Some lumbermen 
turned to spruce, jack pine, and hemlock to supply their 
mills — species which had previously been overlooked in 
the determined pursuit of white pine. Through the Great 
Depression, and after World War II, production increased 
slowly, until 1970, reaching 1.9 million cubic metres (823 
million board feet) in that year. 


Description of the Sawmill Industry 


Ontario’s sawmills are located across the province, 
so their influence is felt province-wide. Communities 
have been built, have thrived, and sometimes declined 
because of the fortunes of the sawmill industry. Today, 
Ontario’s sawmill establishments employ almost 7,000 
people (excluding employees involved in logging opera- 
tions), generating $132 million in salaries and wages. In 
several communities throughout the province, sawmills 
employ over 50 per cent of the town’s labor force. In 
northern Ontario, where the industry’s social and 
economic impact is strongest, there are towns where 
sawmill employees account for approximately 90 per 
cent of total employment. 

Sawmills in Ontario range in size from small, part- 
time operations producing less than 2,360 cubic metres 
(1 million board feet) per year, to large, high-technology 
mills with annual capacities of close to 236,000 cubic 
metres (100 million board feet). There is an increasing 
trend towards larger mills. While the number of mills with 
an eight-hour shift capacity of 24m? (10 Mfbm) or less 
hardly increased from 1970 to 1983, and the number of 
mills within the 24-120m3 (10-50 Mfbm) capacity range 
remained relatively stable, there are almost twice as 
many capable of producing over 120m: (50 Mfbm). Some 
of the mills in the second and third categories were newly 
built, but, in many cases, existing mills in the first and 
second categories expanded. 

The trend towards larger-capacity sawmills has 
resulted in a high percentage of total lumber production 


being concentrated in fewer mills. Twenty mills have been 
found to produce 62 per cent of total volume, and 118 
mills (15 per cent of the total) produce 96 per cent of total 
volume. 

While larger sawmills have increased in number and 
produce the bulk of Ontario’s lumber, small sawmills are 
still productive. There are 641 sawmills operating at an 
annual capacity of less than 2,360 cubic metres. Many of 
these are portable mills providing seasonal part-time 
employment. Still viable operations, these smaller mills 
tend to concentrate on specialty items, cater to local 
markets, and make use of timber stands that would not 
support large-scale logging operations. 

Ontario’s sawmills fall into two industrial structure 
categories: integrated and non-integrated. An integrated 
sawmill is part of a complex of forest products plants. A 
non-integrated sawmill is not part of such a complex, but 
stands alone. Although most of the province’s sawmills 
are non-integrated, many of the larger sawmills are a part 
of integrated operations. 

All sawmills in Ontario belong to private sector com- 
panies. Most of these are owned privately, generally by 
an individual, a family, or in a partnership. Family owner- 
ship, in particular, has played a significant role in the 
development of the sawmill industry in Ontario. Other 
companies, however, are widely owned; that is, their 
shares are available to the public on stock exchange 
markets. 


Total Mill Licencees 


Capacity per eight hour shift 


Up to 24m3 24-120m3 
1970 583 89 
1971 560 79 
1972 536 88 
1973 531 96 
1974 570 104 
1975 569 98 
1976 547 90 
VOGT. 588 99 
1978 602 96 
1979 594 96 
1980 648 96 
1981 608 85 
1982 593 87 
1983 613 88 
1984 599 72 


Source: Ontario Ministry of Natural Resources 


Total Mills 
More than 120m: 
30 702 
Sie) 674 
41 665 
67 694 
60 734 
53 720 
5a 688 
58 745 
61 759 
54 744 
60 804 
60 Thais: 
59 739 
58 759 
55 726 


Distribution of Production 


Top 20 producing sawmills 1979 1980 1981 1982 1983 
Percentage of total sawmills Zan raele) out Zan 2.6 
Production (’000 m:°) 2487 2516 2455 2010 2528 
Percentage of total production 58.0 58.9 57.0 62.0 61.8 
Top 40 producing sawmilis 

Percentage of total sawmills 5.4 on oye] 5.4 5.3 
Production (’000 m:°) 3383 Son 3393 2657 3362 
Percentage of total production 78.9 79.1 79.8 Sieg 82.2 
Sawmills producing at least 2360m annually 

Number of sawmills 140 131 126 108 118 
Percentage of total sawmills 18.8 16.3 ey 14.6 iets) 
Production (’000 m3) 4074 4048 3995 3096 3908 
Percentage of total production 95.0 94.8 94.0 95.4 95.6 


Source: Ontario Ministry of Natural Resources 


modern sawmill located on the Ottawa River. 
Photo courtesy of Consolidated Bathurst Inc. 


Lumber Production 


Ontario stands third among Canada’s provinces in 
the production of lumber, following British Columbia and 
Quebec, and accounting for over 10 per cent of national 
lumber production. The major softwood species pro- 
cessed by Ontario’s sawmills are white and black 
spruces, jack pine, and white pine; maple, poplar, and 
birch are the predominant hardwood species. The ratio of 
softwood to hardwood production in Ontario is approx- 
imately 9:1. 


Lumber production began to rise sharply in the early 
1970s, peaking in 1979, with an output of 4.3 million cubic 
metres (1,822 million board feet). This surpassed the 
record established at the height of the white pine era. 
Production has remained relatively stable since 1979 in 
the range of 4.0 million cubic metres (1,695 million board 
feet). 

The rapid growth in lumber production through the 
1970s may be attributed to three major factors. First, 
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improved standards of forest management were put into 
effect in Ontario in the late 1960s and early 1970s. Com- 
panies with public timber licences were encouraged to 
make better use of their timber allocations. They kept to 
stricter forest utilization standards, and harvested more 
intensively. A significant result of this practice was the 
increase in the number of smaller logs delivered to the 
mills. 

Secondly, during this same period came 
technological changes in the lumber industry, resulting in 
greatly increased capacity and production. The most 
significant technological change was the development 
and widescale adoption of chipping headrigs, machinery 
that provided high-speed processing of small logs. The 
introduction of chippers and high-strain band saws, and 
a reduction in saw kerf (the width of wood removed by the 
saw tooth) meant less waste and therefore increased 
production. Today, as a result, sawmills can equal 
previous production while using fewer logs. 

Finally, rising energy costs in the past two decades 
have resulted in substantial increases in the cost of 
transportation. Eastern Canadian lumber producers, 
situated closer to major American markets than western 
Canadian producers, have been able to take advantage 
of this situation. They have enjoyed an increased market 
and arise in production. 

Beginning in the early 1970s, as a result of these 
three factors, some eastern Canadian pulp and paper 
companies diversified into lumber production. These 
integrated companies were able to moderately reduce 
wood costs by producing chips in the sawmills for use in 


the pulp mills, more efficiently utilize their timber limits, 
and consequently, increase lumber production. 

Lumber production is highly sensitive to the perfor- 
mance of the economy in general and to house-building 
cycles in particular. Severely depressed economic condi- 
tions are reflected in the lumber production figures for 
1974, 1975 and 1982. A strike in the pulp and paper 
industry in 1975-1976 was also partly, although indirectly, 
responsible for a decline in lumber production. Sawmills 
were forced to cut back production because pulp mills 
could not take their wood chips and other residues. 

The utilization of wood residues, a comparatively 
recent development in the forest industry, has increased 
dramatically since the early 1960s. Rising energy costs, 
improved technology in sawmills and pulp mills, and the 
need for fuller forest utilization, all provided the impetus 
for it. 

Shipments of wood chips produced as a by-product 
of sawmilling have increased from 0.2 million bone-dry 
metric tonnes in 1962 to 1.8 million bone-dry metric 
tonnes in 1983. By 1981, these chips were fulfilling, on 

-average, almost 30 per cent of the total wood re- 
quirements of Ontario’s pulp mills. Certain pulp mills can 
meet 60 per cent of their fibre requirements with wood 
chips produced at sawmills. 

Use of planer shavings, sawdust, and bark also 
increased significantly, particularly in the late 1970s. 
Quantities of both sawdust and shavings shipped from 
sawmills more than doubled from 1978 to 1980. 

These wood residues are now being used more 
widely for fuel. As energy costs continue to rise, sawmills 


Utilization of Wood Residues 


Wood Chips Shavings Sawdust 
Number of Number of |Numberof Quantity” Numberof |Numberof Quantity” Number of 
mills Quantity” mills mills of mills mills of mills 
shipping ofchips purchasing | shipping shavings purchasing| shipping sawdust purchasing 
chips shipped chips shavings shipped shavings | sawdust shipped = sawdust 
1970 80 702.0 20 — _— — oa i + 
1971 90 861.0 18 — — — _ — — 
1972 94 973.6 24 — _ _ — —_ 
1973 99 PSV gers 26 23 75.3 14 44 108.0 10 
1974 le 1321.9 30 23 63.8 22 42 99.8 16 
1975 102 1163-9 30 18 31.1 10 25 46.9 6 
1976 99 1301.6 30 22 110.8 9 33 Sfer 9 
1977 107 1634.5 24 32 80.0 11 43 86.9 fi 
1978 102 1842.5 Ads 33 111.6 14 46 1O7ao 13 
1979 106 2079.4 27 31 Tiel 18 65 132.0 16 
1980 109 2103.0 30 St 225.4 tz 87 222.6 20 
1981 lane 1918.6 29 78 230.4 20 156 196.8 ar 
1982 109 1542.5 2) 69 150.5 18 140 Jeyea® 17 
1983 110 1787.0 29 69 139.8 als 126 202.8 20 
1984 116 2124.8 32 54 255.8 21 91 256.4 21 


*’000 bone-dry metric tonnes 
Source: Ontario Ministry of Natural Resources 


and other, unrelated, industries are realizing the impor- 
tance of wood residues as an energy source. In some 
individual cases, the use of wood waste has led to 
sizeable reductions in the consumption of fuel oil and 
natural gas. 


Automatic lumber sorter. 
Photo courtesy of Consolidated Bathurst Inc. 


In addition to their increased use in various mills as a 
source of fuel, wood residues are being used more and 
more extensively in the manufacturing of various par- 
ticleboards, and for agricultural and landscaping 
purposes. 


Lumber Prices 


Lumber prices are continually changing, fluctuating 
according to the supply and demand for lumber. They are 
very sensitive to general economic conditions, especially 
the level of housing starts. When interest rates are low, 
the number of housing starts rises, causing the demand 
for lumber to increase, and therefore its price, as well. 
Conversely, when interest rates are high, the demand for 
lumber drops and the price tends to be lower. 


While new housing construction is the major user of 
softwood lumber, it accounts for less than half of total 
lumber consumption. Renovations — additions and 
alterations to existing structures — are responsible for a 
significant and increasing proportion of total residential 
lumber consumption. This is most apparent when high 
interest rates persuade owners not to build but to 
renovate. Non-residential building, too, is a major user of 


Housing Starts vs. Interest Rates (Mortgages) 
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lumber. Demand for lumber in this sector relates directly 
to whether governments and corporations want to com- 
mit themselves to large construction projects. As demand 
for lumber drops off in all these sectors, lumber prices fall 
accordingly. 

Aside from interest rates and population growth, 
there are other factors that can cause minor, usually 
regional shifts in prices. Lumber prices react to changes 
in logging conditions and the weather, and to the effects 
of major forest fires, labor disruptions, and transportation 
problems such as a shortage of trucks or railway cars. 

Sawmills can take little responsibility for changes in 
lumber prices resulting from factors such as these, but 
certain of their own actions can have an effect. Over- 
production can keep lumber prices down, in some cases 
even during periods of high demand. In the past, 
sawmills have increased production in anticipation of 
labor disruption. Most commonly, they have been well 
stocked in hopes of a more buoyant market. Unfor- 
tunately, however, mill inventories can exceed market 
demand, and prices remain low. 

Lumber prices have tended to increase since 1970. 
Measured in constant dollars, however, which adjust for 


Stacked lumber awaiting market distribution. 
Photo courtesy of Northern Wood Preservers Inc. 


inflation, the price trend has been declining. In real 
terms, based on 1981 dollars, the average price of lumber 
in the early 1980s was lower than that of the early 1970s. 


High/Low Price Range ' 


High Low Range 
1970 94 82 V2 
1971 139 86 53 
1972 185 114 71 
1973 206 175 31 
1974 188 lee 56 
1975 181 130 5a 
1976 188 158 30 
ADZ7 232 160 he 
1978 278 195 83 
1979 362 238 124 
1980 300 190 110 
1981 303 190 113 
1982 Qt2 200 72 
1983 380 244 136 
1984 325 230 95 


Source: Madison’s Canadian Lumber Reporter 
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Lumber Exports and Imports 


Statistics Canada collects and publishes export and 
import data for this country. Exports are recorded by 
volume and value according to “‘province of lading’. That 
may, and very often does, include lumber which is 
shipped to Ontario from other provinces, reloaded in On- 
tario and subsequently shipped to another country. 
Obviously, this survey method can exaggerate the 
volume of exported lumber actually produced in Ontario. 
Export figures in fact, do, from 1981-1984 exceed produc- 
tion figures for lumber in Ontario. Since it is known that 
species not indigenous to Ontario's forests are not used 
in Ontario’s sawmills, volume and value data for these 
species have not been included in the data presented in 
the following tables on exports. This still does not help 
produce exact or even approximate figures for exports of 
Ontario-produced lumber, however. 

By the same token, lumber coming into Ontario is 
labelled and recorded by province of entry. Import figures 
for Ontario’s lumber may not accurately reflect the actual 
volume of lumber imports used in Ontario, since lumber 
entering Ontario may be destined for other provinces. 
While the data in the following export and import tables 
exaggerate Ontario’s actual lumber exports and imports, 
they are useful in examining annual trends. 

Ontario is a net exporter of lumber. That is, it exports 
more than it imports for its own use. Currently, Ontario’s 
exports represent 16 per cent of Canada’s total lumber 
exports. The United States is Ontario’s most important 
export market for lumber. Approximately 98 per cent of 
the province’s total lumber exports go to the United 
States, mainly in rail and truck shipments. 


There has been a moderate shift in supply of lumber 
to the United States from western to eastern Canada, due 
to higher transportation costs. Proximity to the American 
market and a higher American dollar have contributed to 
a steady increase in Ontario’s lumber exports to the 
United States in the past few years. In turn, the United 
States has become increasingly reliant on imports for 
its softwood lumber requirements. Canada supplies vir- 
tually all American imports of softwood lumber: about 
30 per cent of American consumption. 

Ontario sends a very small percentage of its total 
lumber exports to offshore markets. The cost of transpor- 
tation partly explains this. Although there are no tariffs on 
lumber entering most major world markets, non-tariff 
measures such as building codes and product standards 
can make it difficult to sell Ontario’s lumber abroad. 

While lumber exports to the United States are 
predominantly softwood species, over 50 per cent of the 
offshore exports are hardwoods. These are generally 
specialty items Ontario provides to over 40 countries. In 
Europe, the bulk of Ontario’s lumber exports go to the 
United Kingdom and France. In the combined Africa, 
Asia, and Oceania region, Middle East countries receive 
the largest proportion of Ontario’s lumber, and in the 
Central and South American region, the Caribbean 
islands account for most of Ontario’s lumber exports. 

Interest in offshore markets is growing, partly 
because the industry does not want to depend too heavily 
on the American market. Industry and government are at 
work on such projects as international agreement on 
lumber grades and standards. These efforts, coupled 


Lumber Exports 


Volume of exports (’000m°) 


Region of destination 


Ontario asa 
United States percentage of 
& other Africa, Asia Central & Total for totalCanadian _ Total value 
North America Europe & Oceania SouthAmerica  allregions volume (millions$) 
1979 3263.4 45.3 Sie 13.8 3328.2 10:5 359.1 
1980 32/28 85.1 5.6 15.8 3379.3 14.1 334.4 
1981 4482.4 53.5 eon 8.8 4567.8 19.0 468.9 
1982 4552.8 Beh) 18.4 10.6 4635.4 16.4 479.4 
1983 5275.2 42.2 19.7 10.0 5347.1 15.6 621.8 
1984 6a75u7 she 20.6 8.0 6440.0 16.4 {geies) 


N.B. Export figures represent lumber laden in Ontario, not necessarily produced in Ontario. 
Source: Statistics Canada 
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with a growing fibre deficit in some European and Asian 
countries, should improve offshore marketing oppor- 
tunities for Ontario lumber. 

Over 95 per cent of Ontario’s lumber imports 
originate in the United States. Although Ontario is a net 
exporter of lumber overall, it is a net importer of hardwood 
lumber. Over 65 per cent of Ontario’s lumber imports are 


hardwood species, predominantly oak from the United 
States and exotic species, such as mahogany, from Asia 
and South America. In spite of the trade disadvantage 
resulting from the weakness of the Canadian dollar, as 
opposed to the American, Ontario’s lumber imports 
continue to increase. 


Lumber Imports 


Volume of imports (000m) 


Region of origin 


Ontario as a 
United States percentage of 
& other Africa, Asia Central & Total for totalCanadian _ Total value 
North America Europe & Oceania South America all regions volume (millions$) 
1979 455.3 0.1 5.9 8.4 469.5 33.5 96.9 
1980 417.2 0.6 1S 25.5 444.8 So reg 86.3 
1981 383.7 ; 181.6 18:3 boo. r 28.8 91.8 
1982 264.0 i 2.9 26 269.7 30.1 66.5 
1983 397.8 : 4.1 ites) 417.8 Sie 105.5 
1984 457.4 F 4.0 16 473.1 39.3 124.6 


*less than 100 m3 


N.B. Import figures represent lumber entering Ontario, not necessarily destined for Ontario. 


Source: Statistics Canada 


Lumber to be exported. 
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Grading Agencies 


Softwood lumber grading is a process by which a 
licenced grader, upon examination of a piece of lumber, 
classifies it into one of several grades. A lumber grade is 
determined by the number, size, and location of visible 
characteristics in a board, which may affect the strength, 
the durability, and the appearance of the piece. Certain 
specifications for the end use of lumber, such as those 
set out in building codes, require specific grades. 

In Canada, the National Lumber Grades Authority 
(NLGA) is the organization that sets and publishes 
standard grading rules. Rules regarding softwood 
lumber sizes are written in accordance with the 
Canadian Standards Association Standard 0141. The 
Canadian Lumber Standards Accreditation Board (CLS) 
approves and enforces the NLGA rules. The CLS is also 
responsible for the accreditation of Canada’s 13 grading 
agencies to certify grade stamping activities. 

Lumber grades have been standardized throughout 
North America. In order to ensure their quality and con- 
sistency, the CLS and its American counterpart, the 
American Lumber Standards Committee (ALS), conduct 
regular audits of graded material, continuously checking 
on grading agency performance. 

There are two accredited grading agencies in 
Ontario: the Canadian Lumbermen’s Association (CLA) 
and the Ontario Lumber Manufacturers’ Association 
(OLMA). Each agency provides its subscribing mills with 
an official trademarked stamp for stamping graded 
lumber. In addition, the CLA and the OLMA are res- 
ponsible for ensuring that their member mills and the 
licenced graders they employ follow the NLGA rules for 
visually graded lumber. Unscheduled mill inspections 
are conducted at least once a month. Agency inspectors, 
in checking graded lumber for the size, moisture content, 
and the quality of grade and grade stamping, are, in 
effect, checking the performance of the licenced graders 
employed by the mills. 

Since most lumber is graded visually, a reasonable 
difference of opinion amongst graders is recognized. 
A grade tolerance of 5 per cent is permitted. When 
lumber is found to exceed the 5 per cent limit, it must be 
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regraded, and the graders responsible are instructed as 
to how to correct the deficiencies. Continued unsatisfac- 
tory performance can result in the withdrawal of grade 
stamping privileges. Grading agencies are accountable 
to the CLS and the ALS and may also be subject to 
disciplinary action in the event of prolonged unsatisfac- 
tory performance. 
CLA and OLMA Grade Stamp Facsimiles: 


as OLMA.® O1-1 © 


aC. 
"> 


B 

¢ 100 > CONST. s-orv = 
D No.2 B SPRUCE - PINE - FIR 
e $-GRN. 


Each grade stamp shows the following: 
registered symbol of the certified agency 
species or species group 
mill and/or grader identification, usually by number 
grade 
surface and moisture condition 
Where applicable, the stamp may also indicate the 
size and grading rule used. 

For further inquiries regarding grading agencies in 
Ontario, contact: 


(A) 
(B) 
(C) 
(D) 
(E) 


Canadian Lumbermen’s Association 
27 Goulburn Avenue, 

Ottawa, Ontario 

K1N 8C7 

Tel. (613) 233-6205 

Telex 053-4519 


Ontario Lumber Manufacturers’ Association 
55 York Street, Suite 1312, 

Toronto, Ontario 

M5J 1R7 

Tel. (416) 367-9717 
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